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Summary 



Iraq’s potential oil wealth remains largely unrealized. Substantial proven reserves 
exist, and there are likely more resources awaiting discovery. But oil production has 
been slow to fully recover during the post-Saddam period, and many obstacles stand in 
the way of achieving a stable export flow. Moreover, refineries are in need of 
rehabilitation, necessitating imports of gasoline and cooking fuel within Iraq. 

Despite these difficulties, the existence of vast resources suggests easy exploitation 
and lucrative export earnings that could help fund Iraq’s redevelopment. But the sheer 
resource size masks the difficulty, described in this paper, of generating export revenues 
that could fund reconstruction and development and offset several appropriations 
approved by Congress. This report will be updated as events warrant. 



Iraq Oil Reserves and Production History. With 115 billion barrels of proven 
crude oil reserves, Iraq has the world’s second-largest endowment of oil, amounting to 
11% of the global total. Only 17 of 80 oil fields have been developed; the most 
significant are Kirkuk in the north and Rumaila in the south. There has been virtually no 
exploration for many years, suggesting that Iraq may have much more oil than currently 
estimated. Iraq also has significant proven natural gas reserves; virtually all are 
undeveloped. As a point of reference, Saudi Arabia, at 260 billion barrels of proven oil 
reserves, has the largest reserve base and can produce as much as 10.5 million barrels per 
day (mbd). 

Iraq’s peak production was realized just before its invasion of Kuwait. In July 1990, 
output reached 3.5 mbd, before exports were halted by an international boycott. After the 
first Gulf Crisis, oil production fell to about 500,000 barrels per day, an amount sufficient 
for domestic consumption. With the start of the U.N. Oil-for-Food program under 
Resolution 986 — first implemented in December 1 996 — oil exports increased, although 



Congressional Research Service ❖ The Library of Congress 






http://wikileaks.org/wiki/CRS-RS21626 



CRS-2 



oil flowed sporadically as a result of various disagreements between Iraq and its 
customers and/or the United Nations. During 1999-2001 , production averaged 2.5 mbd. 1 

With the current situation, production virtually halted during the hostilities but began 
to recover after the fighting stopped. During 2005, stated output varied between 1.9 and 
2.4 mbd; exports were as high as 1.6 mbd but averaged considerably less, as year-end 
difficulties reduced the flow to just over 1 .0 mbd. Security issues periodically disrupted 
the flow of crude to the export terminal in the Persian Gulf; and exports via Turkey were 
virtually closed (and remain so) by repeated attacks on the pipeline from Kirkuk to 
Ceyhan. 

Iraqi reserves, were they more intensively developed, could easily support much 
greater production. Amounts three times greater than Iraq’s highest output — rivaling 
Saudi Arabia’ s production — could potentially be achieved with the application of up-to- 
date geophysics and substantial investment in field development and infrastructure. The 
Department of Energy (DOE) estimates that the cost of bringing oil production on line in 
Iraq is among the world’s lowest, about $3-$5 billion per mbd of output. 2 Such potential 
productivity — reiterated by DOE in subsequent Country Reports — suggests that Iraq 
offers one of the world’s best long-term petroleum prospects, with substantial output 
potentially flowing from relatively few, high-yield wells. 

In contrast to a mature oil-producing province such as the United States, where 
521,000 wells produce about 5.8 mbd, 3 Iraqi output comes from only 1,600 wells 
potentially able to produce almost 3 mbd. The comparison (U.S. wells average about 10 
barrels per day, while Iraqi wells can average several thousand) points up the prolific 
nature of Iraq’s hydrocarbon-bearing geology, and points toward easily realized 
production increases with the application of current reservoir management techniques, the 
drilling of additional wells, and infrastructure improvements. 

Recent Production in Iraq. After the regime change, production — which 
virtually halted during the fighting — began to increase. Deferred maintenance and 
damage to wells, gathering facilities, refineries, and mainline transport facilities slowed 
the effort to restart production. Security issues and difficulties with electric power supply 
have proven to be hindrances. Some oil — about 200,000 to 300,000 barrels per day — 
is being re-injected into wells because of local refining and transport constraints in the 
northern fields around Kirkuk. In some instances refineries were stripping gasoline and 
propane fractions from crude and re-injecting the leftover petroleum. Among other 
considerations, this unusual measure poses a difficulty in determining how much net 
production is taking place. 

There are several sources of data on Iraq’s oil output and exports, which are 
discussed below. They show somewhat differing amounts, suggesting some uncertainty 
about exactly how much is being produced and how much is being sold internationally 
for cash earnings. 



1 Iraq Country Analysis Brief, Aug. 2003, p. 4. 

2 Iraq Country Analysis Brief, Dec. 2005, p. 3. 

3 International Petroleum Encyclopedia — 2003, p. 219. 




